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INDEX NUMBERS OF RAILWAY FREIGHT RATES 


In 1936 the Dominion Bureau of Statistics issued its first report on index 
numbers of freight rates, covering rates from 1913 to 1933. A second report was issued 
early in 1938 revising the data and bringing them up to 1936, and this third report 
brings them up to August, 19368. 


The earlier reports contained brief summaries of the principal general changes in 
rates and an explanation of the method of computing the index numbers. The rates and 
index numbers of the second report have been checked and revised and the revisions in 
this report are due to corrections and not to any change in routes selected or in 
method, 


The revenue per ton mile,computed by dividing the total freight revenue of all 
railways by the total ton miles of all freight carried, is sometimes used as an index 
of freight rates but when the relative tonnages of high and low class freight fluctuate 
widely from year to year it is not a reliable index of freight rates. 


Grain and grain products are carried in Canada at relatively low rates, In 1929 
the tonnage of grain and grain products carried amounted to 16 per cent of the total 
revenue freight carried by all railways. In 1932 the percentage increased to 27 per 
cent of the total. Because of the long haul of grain the ratios of the ton miles would 
show an even greater spread. For these two years the average revenue per ton mile for 
all freight dropped from 1.099 cents in 1929 to 0.937 cent, or by 16 per cent. ‘The 
change in rates had only a minor effect on this average, the change in the consist of 
the traffic being the main factor. 


The metHod adopted by the Bureau in computing these freight rate index numbers was 
as follows: first, a list of commodities was selected representative of the seventy-six 
commodity classes for which the railways report tonnage carried each year; second, a 
selection was made of hauls for each of these commodities; and third, a compilation was 
made of the freight rates for each of the selected hauls for the years 1913 to date 
from the tariffs filed with the Board of Transport. On the assumption that the list 
of commodities was a fair sample of all freight carried by the railways, that the 
selected hauls were representative of the actual movement of these commodities, and that 
the changes in rates on these would be fairly representative of the changes in rates 
of all freight, weights were given each series and index numbers computed. The selections 
yf commodities and hauls were made with the aid of various returns collected by the 


ou 


Bureau, railway officials having first hand knowledge of freight movements, and other 

- sources available. Carload commodity rates were used wherever such were in effect. In 
a number of cases, as a result of commodity rates not being in effect in the earlier 
years, it was necessary to use the class rates until such time as the lower commodity 
rate was established. Where commodity rates had not been established in the earlier 
years and it was considered class rates would have produced distorted trends inter- 


polations of the commodity rates were used. 


The rates for the various selected hauls for each commodity were combined by 
taking the geometric mean of these rates. ‘The geometric mean is the "nth" root of the 
product of "n" factors and is less than the arithmetic mean of the same factors. The 
next step was to combine these geometric means representing the freight rates for each 
commodity. This was done by taking the weighted arithmetic mean. The weights used 
were the tonnages reported by the railways for 1926 and index numbers for the five 
Commodity groups, “Agricultural Products", "Animal Products", "Mine Products", "Forest 
Products", and "Manufactures and Miscellaneous" and for the total of all freight were 
computed using the 1926 data as equal to 100 as a base. 


Unquestionably all hauls should be weighted so that changes in rates for hauls with 
heavy traffic would have a greater influence on the group index than changes in rates 
for hauls with light traffic. The difficulty has been to secure data on the volume of 
traffic moving over the various routes. From the Bureau's revorts of production and 
distribution of grain and coal, however, sufficient data were available to compute fairly 
Satisfactory weights for the principal movements of these commodities, which, in tonnages 
are by far the most important commodities carried by the railways. 


Rates on grain in certain sections of the country are not under the jurisdiction of 
the Board of Transport and such rates have trends that differ somewhat from rates under 
the jurisdiction of the Board. Consequently a proper weighting or selection of routes 
for grain was more important than for other commodities. These exceptions are the rates 
on grain in the west controlled by the Crow's Nest Pass Agreement. 


_ Coal constitutes between a fifth and a Quarter of the total revenue tonnage carried 
by the railways and consequently the freight rates for the individual hauls of coal 
also should be weighted as carefully as feasible. 


Government subsidies on both eastern and western coal affect the volume of the 
shipments but not the rates because the subsidies are based on the published railway 
rates. The reduction of twenty per cent in railway rates under the Maritime Freight 
Rates Act, 1927, was also-a subsidy to shippers, but the reduction applied to all 
commodities and its effect is reflected in the index numbers. 


The revisions mentioned above had very little effect on the index numbers for all 
freight, especially since 1918. ‘The trend since 1922 has been fairly steadily downward 


with a very slight upturn in 1938. 


fhe chart on page 4 indicates the sharp rise caused by the general increases after 
the World War, reaching a peak on September 13, 1920, and the almost equally sharp 
decline in 1921 and 1922 due to general rate reductions. The table following shows the 
iadex numbers of freight rates for each of the five groups and the total, and the table 
on page 5 shows the commodities for which hauls and rates were compiled and the weights 


used, 
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FREIGHT RATE INDEX NUMBERS 
(Revised) 


1926 = 100 


Agricultural] Animal Mine Forest ae cor cae 
oi tae ee bea tons Products is cell maeri car 


Peete eNICT eben 9. UiLtikder |) Tint) 
Rates ap pe SS 
Date 
gens 1, 65. 
1/ Sept.1, 6 by 
Dec. 31, 66, 
2/ Dec. 1, 67. 
Dec. 31, 68. 
3/ Mar. 15, 73. 
+/ Mug. 12, | 
Dec. 31, 
5/ Sept.13, 19 
5/ Jan. 1, 
i Des. L, 
3 / Aug. 1, 
Dec. 31, 1923 101.2 | 100.3 100.6 i 101.0 102.6 , 101.6 
Dec. 31, 1924 101.2 100.2 100.6 101.3 100.2 100.6 
Dec. 31, 1925 100.1 100.2 100.5 203 55) -.at) 100.0 100.3 
Dec. 31, 1926 100.0 100.0 100.0 100.0 100.0 
j{/ July 1, 1927 100.0 98.7 96.9 
Dec. 31, 1928 99.2 98.0 96.9 
Dec. 31, 1929 99.2 971 96.9 
Dec. 31, 1930 99.0 96.0 96.9 
Dec. 31, 1931 98.7 96.0 96.9 
Dec. 31, 1932 97.8 99.6 96.9 
Dec. 31, 193 97.0 99.2 95.3 
Dec, 31, 193 96.2 99.2 95.3 
Dec. 31, 1935 95.7 98.2 95.3 94.5 
Dec. 31, 1936 O45 98.2 95-5 94.5 
spec. 31, 1937 94.9 98. es 95.6 94.9 
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Western Rates Case. 
Eastern Rates Case. 
Fifteen per cent Case. 
Twenty-five per cent Case. 
Forty per cent Case. 


6/ Five per cent Reduction. 

7/ Ten per cent Reduction. 

8/ General Freight Rate Investigation. 
9/ Maritime ee Rates Act. 


WEIGHTED 
RAILWAY FREIGHT 
RATE INDEX 
I926+100 
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PREFACE 


Index numbers measuring changes in wholesale and retail prices of commodities, 
rices of services, rates of wages, etc. are compiled in all the principal countries, 
out index numbers of railway freight rates have been practically non existent. Con- 
sequently information as to the general level of freight rates in any country, compared 
vith rates at some previous period, is almost impossible to secure. To fill this gap 
in Canadian statistics the Dominion Bureau of Statistics began some time ago the 
computation of an index of railway freight rates by compiling for a series of years the 
rates charged for a representative list of commodities and for seleeted hauls and 
ising these rates.as.a basis... A considerable amount of work was entailed, and owing 
to staff limitations, the task is only now completed. 

The preliminary work was performed by Mr. S.L.T. McKnight, who has since been 
3uperannuated, and the report has now been completed by Mr. R-G. Bangs, BoSc., A-M.E.I.C. 
inder the supervision of Mr. G.S.. Wrong, B.Sc., Chief of the Transportation and Public 
Jtilities. Branch.of the Bureau. 

The Bureau gratefully acknowledges the assistance of Mr. W.E. Campbell, Chief 
fraffic Officer ofthe Board of Railway Commissioners for Canada, Mre G.A- Brown, 
issistant Chief Traffic Officer of the Railway Commission, and members of his staff, 
and Mr. W.B...Lanigan who.was.General Freight Traffic Manager of the Canadian Pacific 


failway Company at the time this work was started. 


A KCo22 


R.H. COATS, 
DOMINION STATISTICIAN. 


Yttawa, March 18, 1956. 
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INDEX NUMBERS OF RAILWAY FREIGHT RATES 


Railway freight rates are the prices which railways charge for the service performed 
transporting freight from place to place. The prices are different for different 
isses of freight, for different distances, and in different parts of the country; 
sequently the total number of individual prices or rates is enormous. 


There are continuous changes in individual rates and also broad movements up and 
m, similar to changes in wholesale and retail prices of commodities, but, because of 
> complexity of railway freight rates, satisfactory measures of these changes are 
pficult to compute. Because of the difficulties in computing an index with a fixed 
se and fixed weighting over a number of years, the average revenue per ton mile has 
2n quite generally used to measure the fluctuations in freight rates. The chief 
ukness in this average as an index number is the influence of large changes in the 
cure of the freight carried irrespective of changes in the freight rates. This is 
“ticularly noticeable in Canada where a large grain harvest tends to lower the average 
renue per ton mile because of the relatively low rate charged for grain, the long 
11 and the large percentage grain is of the total freight carried. 


It is necessary to use some index of freight rates when making comparisons of 
sight rates with prices of commodities or of other services, and.in this report the 
“eau has attempted to compute an index which will not have the inherent weakness of 
2 average revenue per ton mile and which will indicate the relative level of freight 
ses for various classes of freight and for all rates considered as a whole for a 
pies of years. 


The schedules of freight rates, including mileage, class rate scales, general and 
scial commodity rates, are worked out by the railways and filed with the Board of 
ilway Commissioners which has very broad powers of rate regulation. The Railway Board 
lifies, adjusts and corrects rates, it protects the public against discriminatory and 
“easonable charges and practices and endeavours to keep the rates in the several 
‘tions of the country so related to each other as to enable all sections of the 
mtry, regardless of geographical location, to enjoy as fully as may be their specia! 
momic advantages, . 


Classification is the initial step in rate construction. The Canadian Freight 
issification No. 18, issued July 17, 1929, is the official publication of the several 
‘riers containing the class ratings of all articles and the special rules, governing 
‘ling of freight, packing, payment of charges, minimum weights for carload shipments, 
ding and unloading regulations, mixed carload shipments and other rights and duties 
the shipper, consignees and carriers. There are approximately 15,000 articles 


ee 


listed in the Canadian Freight Classification and in order to reduce the number of rat 
which must be made the different articles are grouped into ten classes of freight. Th 
Railway Board must approve the classification for it is on the basis of this classific 
the freight tariffs are issued. The Board may direct the carriers to change the class 
ification of any article or articles and remove them to a lower or higher classificati 
according to its decision providing that goods shall not be taken from a lower to a hi 
classification without sufficient notice having been given in the Canada Gazette. The 
carriers are required to give thirty days' notice of any advance in rates and three da 
notice of a reduction in rates except in the case of competitive rates which, owing to 
the exigencies of competition, are urgently required to be brought into immediate effe 
without previous notice to the Railway Board, and which may be acted upon before filin 
with the Board. The railway company must forthwith file a tariff containing such rate 
together with a clear statement of reasons for so acting. 


First Class includes commodities and manufactured products of a bulky nature and 
high value, such as passenger automobiles set up, loose or in packages, carload minimu 
weight 10,000 Ibs. Second Class comprises those commodities which are slightly less | 
or valuable but moving in relatively greater tonnage, such as certain kinds of musical 
instruments, including pianos and radio receiving sets. Third Class comprises the 
ordinary merchandise commodities in compact packages of comparatively great weight anc 
cubical measurement moving in less-than~carloads. Fourth Class covers articles of lig 
weight and bulky dimension, fragile in character, of comparatively high value and movi 
in low minimum carloads. Fifth Class includes general merchandise moving in carload, 
generally speaking, of the same character that would take third class rate in less—the 
carloads. This class covers a substantial tonnage and is the basis upon which the 
classification is constructed. Sixth Class, as a rule, covers flat car merchandise. 
Seventh Class includes railway equipment and supplies, Eighth Class includes cereals a 
cereal products, potatoes and vegetables, Ninth Class is livestock, and Tenth Class cc 
such products as timber, lumber, coal, stone in the rough, brick, etc. The first six 
classes may be termed as merchandise while the last four as commodity classes. This 
classification is the basis for the standard freight class tariffs which specify the 
maximum mileage rates which may be charged for each class of freight contained in the 
official Classification. Provision is also made in the classification for two differe 
ratings of many commodities, one on the basis of less-than-carload (L.C.L.) quantities 
and the other upon carload(C.L.) quantity. When a commodity is shipped on the L.C.L. 
basis it is given a higher rating and, of course, is charged a higher rate than when ij 
is shipped C.L. . 


For freight rate purposes Canada is divided into two main divisions, east and we 
the line of demarcation being through the head of the Great Lakes. The rates in the 
eastern division are, on the whole, lower than in the western division, the principal 
governing factors accounting for the differences being:- water competition, greater 
density of traffic, and better balanced traffic in the eastern division; the last two 
factors affect the operating costs. 


Standard freight class tariffs specify the maximum mileage rates which may be 
charged for any one of the ten classes of freight in the Canadian Freight Classificat: 
and are the charges used in the absence of special tariffs quoting lower rates. Since 
most of the traffic moves on lower rates, the standard mileage class rates are not vel 
important in relation to the total volume of traffic handled. 


In the freight structure of Canada each railroad has its standard mileage class 
freight tariffs and,as the geographical limits of the territories are very similar, tl 
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nadian Pacific Railway tariffs are used as an illustration. 


) Eastern Standard Mileage Freight Tariffs.~ 


(a) CoPoR» No. E-l, local mileage freight table No. 1 which applies between stations 
ult Ste. Marie, Windsor, Ontario, and east thereof, 2,100 miles. 


(b) O.P.R. Noo E-l, local mileage freight table No. 2 applies between stations 
dbury, Ontario, and west to Fort William, Ontario (inclusive); also between stations 
st of Sudbury, Ontario, to and including Fort William, Ontario, and stations Sault 
eo Marie, Windsor, Ontario, and east, 3,000 miles. wy 


(c) C.P.R. No. +34, special mileage freight tariff which applies between C.P.R. 
ations in the Province of New Brunswick, 300 miles, (The C.N.R. tariffs corresponding 
this tariff apply to that section of the country east of Levis and Diamond Junction, 
ebec, to the Maritime Provinces, comprising what is designated as the "preferred 
rritory" under the Maritime Freight Rates Act (17-18 Geo. V, C.44.) 


) Western Standard Mileage Freight Tariffs.~- 


(a) C.P-R. No. W-1, Section No. 1, "Prairies Standard applies (local and interchange) 
tween stations in the provinces of Ontario (Port Arthur, Ontario, and west thereof), 
nitoba, Saskatchewan, Alberta (Canmore, Alta. and east thereof), and British Columbia 
row's Nest, B.C. and east thereof); also on interchange traffic between stations 
fined above and stations east of Port Arthur, Ontario, to Sudbury, Ontario, 2,100 miles. 


(b) C.P.R. No. Wl, Section No. 2, "B.C; Lakes" Standard applies locally between 
rts of call on the Arrow, Slocan, Kootenay and Okanagan Lakes and the Columbia River. 
ese rates do not apply where a rail haul intervenes and the maximum mileage expressed 

the tariff is 150 miles. It may be mentioned here that there is no "B.C. Lakes" 
andard for the C.N.R. which has only the "Prairie" and "Pacific" Standards in the 
stern division. 


(c) C.P.R. No. W-1, Section No. 3, "Pacific" Standard applies (local and interchange) 
tween stations in the provinces of British Columbia and Alberta (Canmore, Alta. and 
st thereof); also applies on interchange traffic between rail stations and ports of 
ll in British Columbia defined in Section No. 2 and also on interchange traffic 
tween rail stations and ports of call in British Columbia and stations as (tefined in 
etion No. L- The maximum of the mileage scale is 2,200 miles. 


The following table shows the rates for a distance of 100 miles throughout the 
andard mileage territories of the Canadian Pacific Railway. 


Classes as per Canadian Freight Classification 
(Rates in cents per Hundred Pounds) 


rritory lst 2nd 3rd 4th 5th 6th 7th 8th 9th 10th 
eeatory. ene ore. SS ee 
aebedt hl. 6ipeseesv asa 52 46 39 33 26 24 20 22.1 vehen HSE 
u1t+ Ste. Marie, Windsor 

nd East thereof .... 65 58 49 41% 32 29 24 25 24 194 


jbury and West to Fort Wm. 86 72 58 43 348 SOR 24 22 2 1 


PRArIe™ scccrccessoeses 
~C. Lakes™ .wecosssesrecree 69 57 47 35 $2 27 21 235 26 18 


acific" coocoeo0eveoe 090700008 81 68 54 39 36 30 25 26 30 20 
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In the division between Sudbury and Fort William the rates are the highest of al] 
eastern rates; the "Prairie" Standard is higher than those of the two most easterly 
divisions, but lower than the Sudbury and Fort William division. The "B.C. Lakes" 
Standard mileage rates are the same as the "Prairie" Standard and the "Pacific" Standaz 
mileage rates are the highest of all western rates. The Sudbury and Fort William 
Standard mileages are higher than the "Pacific" Standard mileage rates for the first 
four classes and the sixth and seventh classes. 


It is worthy to note at this particular point the relation of classes in eastern 
and western Canada. The fourth class rate of the Sudbury and Fort William, the "Prair: 
"B.C. Lakes" and "Pacific" standard mileages is approximately 50 per cent of the first 
class rate, while second and third classes are approximately 83 1/3 and 66 2/3 per cent 
respectively of the first class rate. In standard mileage tariffs for stations Sault 
Marie, Windsor and east thereof and the "Preferred" territory the fifth class Bi 50 pe! 
cent of the first class with second, third and fourth classes approximately 874, 75, 
and 623 per cent of the first class. Below the fifth class in eastern Canada and the 
fourth class in western Canada the rates are scaled down without regularity until the 
tenth elass is reached. This same relativity exists in the "class," "town" and 
Ndistributing class" rates which are explained later in this report. 


Mileage rates, other than standard mileage rates, are applicable to many commodi’ 
For example, in the case of building materials, like stone, brick, lime, sewer pipe an 
drain tile, the tariffs in eastern Canada provide for specific mileage rates which are 
lower than standard mileage or regular class rates. 


Class rates are lower than standard mileage class rates and are in force in a gre 
number of class rate territories throughout Canada. Class rates for the most part app. 
to L.C.L. traffic and some C.L. traffic of the higher grades: It is the most expensiv: 
traffic to handle; however, only a relatively small portion of the total tonnage moves 
upon class rates. 


Of the special class tariffs in the east which are lower than the standard milea; 
maximum, the "town" tariffs are perhaps the most important because of the greater bulk 
of higher classes of freight moving within the thickly populated centres of Ontario an 
Quebec, These "town" tariffs have increased until now there are approximately 150 cit: 
and towns in Ontario and Quebec on the Canadian National Railway lines which have 
"town" tariffs. These "tow" tariffs apply in both directions, and as a consequence tl 
help to maintain the whole class rate structure considerably lower than the standard 
mileage basis. 


Another important class rate structure in the east is the system of rates betwee 
points west of Montreal and points east of Montreal in the provinces of Quebec, New 
Brunswick, Nova Scotia and Prince Edward Island, In the matter of rates between Ontar 
and the Maritime Provinces the .St.. John rate acts as a blanket for every other place i 
the province of New Brunswick, Also there is the class rate structure between the 
territory west of Montreal and that east of Quebec City and Levis, particularly the 
Maritime Provinces. The basis of the class rate structure between Ontario and the 
Maritime Provinces is the Toronto to St. John rate. Points west of Toronto take rates 
which are fixed amounts above the Toronto rates and at the Maritime end St. John is th 
Pivotal point and other groups in the Maritime Provinces bear a fixed relation to the 
St. John rates. As stated in the foregoing there are three standard mileage tariffs i 
the territory west of Lake Superior, the two most important being the Prairie Standard 
between the Head of the Lakes and Canmore and the Crow's Nest on the C.P,R. and Edson,, 
Alberta, on the C.N.R. and the Pacific Standard in effect from the western boundary off 


Prairie standard to the Pacific coast. These standard mileages constitute the basis 
the western "town" tariffs or what is more commonly known as "distributing class" 

28; In the east the rates as quoted in the tariffs apply in both directions between 
distributing centre and the point of destination and the origin of the shipment, 

Le in the west they apply only one way or from the distributing centre to the 
bination of the shipment. Also these "distributing class" rates differ from the 

m" tariffs of the east in that the rates are not joint rates and apply only to 

its on the same railway, The most important centres in the west which enjoy these 
stributing" rates ares in Manitoba- Winnipeg, Portage la Prairie and Brandon; in 
catchewan- Regina, Moose Jaw and Saskatoon; in Alberta~ Calgary, Edmonton, Lethbridge 
Medicine Hat; and in British Columbia Nelson, Kamloops and Fernie. Coast points 

> Vancouver, New Westminster and Victoria are somewhat different from interior points 
that they possess the advantages of ocean connections and low rates to other 

itries of the world with the result that the carriers issue special and competitive 
(ffs, naming class and commodity rates between these points and other stations in 
ida . 


(Port Arthur and west thereof). With regard to the class rate structure between 
urio and western Canada, the whole of the territory between and including Montreal 
the east and Windsor, Sarnia and Sault Ste. Marie on the west and between and 
Luding Niagara Falls on the south and Sudbury on the north, is blanketed; consequently 
rate between any point in this territory and Fort William or west thereof is the same. 
blanketing of this great expanse of territory is a result of the effects of water 
yetition on the Great Lakes. Class rates between Montreal and Western. Canada are 
2d on a Montreal. Fort William arbitrary plus the local rate between Fort William and 
point of destination. Similarly from and to points east of Montreal the rate is 
lined by adding an arbitrary to the Montreal rate. It is by this procedure that class 
2s between the east and west are built up. In addition there are class tariffs 
yveen Fort William and Port Arthur and west thereof; also from Vancouver and other 
trish Columbia coast points to points east thereof which are based on constructive 
sage, 150 miles less than the actual mileage. While the class rate structure is very 
ylex only a relatively small tonnage moves on the class rates. 


By far the greatest tonnage of traffic moves on commodity rates. These rates may 
rileage, general, special or competitive. It is quite probable that approximately 
yer cent of the total traffic moves on commodity rates and in British Columbia the 
ventage may be as high as 90. Most of this commodity rate traffic is C.L.3; the amount 
»oCoLe which moves on commodity rates is very small. In common with class rates, 
1odity rates may be local, joint or export. Commodity rates are generally put into 
»ct to secure a lower rate for those commodities which move in very large voiume 
on account of geographical location have to meet the exigencies of competition. 
Canadian carriers are forced to meet the competition of the United States carriers 
sommodities for export via Atlantic Sea board points, with the result that Montrea 
John and Halifax are made competitive with thezeastern sea board points of the 
ed States, Commodity rates, as a whole,have no definite relation to class rates. 

» the distance hauled is not an important factor. The entire commodity rate strucwur 
is to be built on the theory of allowing the producing areas of basic commodities to 
sh their markets upon some equality of terms, Economic demands and competition seem 
se the controlling feature of the rates charged. The lumbering, mining, fishing and 
+ industries of British Columbia, the grain, livestock, coal and flour milling of 
central Prairie Provinces, the highly developed manufacturing provinces of Ontario 
Quebec and the coal, fishing, lumbering, sugar, fruit and vegetable industries of 
Maritime Provinces are moved largely on commodity rates. 


In recent years, as a result of the high and efficient development of the motor 
transvort aided by a system of surfaced highways, the movement of freight by trucks has 
increased very rapidly. As class rates are generally based upon distance and they appl 
more generally on L.C.L. traffic, which is the most expensive traffic to handle, the 
motor transport has captured a considerable percentage of this traffic. To meet the 
affect of this motor truck competition the Canadian carriers introduced in May, 1951, 
special rates. Further on May 1, 1935, the carriers introduced a pick-up and delivery 
service with no cartage charges in parts of Ontario and Quebec to meet the motor truck 
competition on LoColo 


One of the important factors in western rates is the Crow's Nest Pass Agreement « 
1897. Under an act to authorise a subsidy for a railway through the Crow's Nest Pass 
(60-61 Vic. 0.5), the Canadian Pacific Railway received a subsidy and in return the 
company made a reduction in the general. rates of certain classes of merchandise westbot 
from and. including Fort William and on all points east of Fort William on the company's 
railway to all points west of Fort William on the company's main line; also a reductic 
in the company's rates on grain and flour from all points on its main line, branches ar 
connections west of Fort William to Fort William, Port Arthur and all points east, of 
three cents per hundred pounds, to take effect one and one-half cents per hundred pounc 
or before the first day of September, 1893, and an additional one and one-half cents pe 
hundred pounds on or before the first day of September, 1899. 


The foregoing rates were the maximum rates which could be charged under this agre 
ment. However, an agreement executed in 1901 (See Manitoba Statutes 1901, C.39.) betwe 
the Manitoba Government and the Canadian Northern Railway Company, known as the "Canad: 
Northern Railways Agreement" or in short title, the "Manitoba Agreement," had a very 
definite effect on the Crow's Nest Pass Agreement on grain and flour rates eastbound t 
Fort William. Under the "Manitoba Agreement" the railway company in consideration of © 
provincial government's guaranteeing its bonds and giving it a lease of the Northern 
Pacific and Manitoba Railway, including several lines of railways owned and operated by 
it, agreed to;— 

(a) reductions amounting together to more than four cents per hundred pounds 

on the tariff rates in force on the date of the said indenture for the carriage 
of grain from Manitoba to a Lake Superior port, and 


(b) reductions amounting together to more than fifteen per cent of the tariff 
rates in force on the date of the said indenture for the carriage of all other 
freight from and to points in Manitoba and from and to points in Manitoba to 
and from Fort William or Port Arthur. 

At the time of this agreement the rate on wheat from Winnipeg to Fort William wa: 
i4 cents per hundred pounds .and by virtue of this "Manitoba Agreement” the rate was re. 
duced by two cents per hundred pounds and a little later'a further two cents per hundr 
pounds, or the total reduction of four cents per hundred pounds, When the Canadian 
Pacific Railway as a competitor agreed to be bound by this Manitoba scale of rates the 
Canadian_Northern was allowed one cent more so that the grain rate from Winnipeg to 
Fort William became eleven cents per hundred pounds, or three cents below the maximum 
rates of the Crow's Nest Pass Agreement. The Canadian Pacific Railway also voluntaril 
reduced its rates on grain from Alberta and Saskatchewan points to Fort William. 


- In June, 1916, by its decision in the "Eastern Rates Case" (B.R.C. G.0. 133), the 
Raiiway Board ordered that east of, but including, Port Arthur there should be an 
increase of 2 cents per hundred pounds on first class freight and 1 cent per hundred 
pounds on fifth class, the rates on the other classes being scaled proportionately as 
show: in the standard tariffs for mileages covered by any particular movement exceptin 
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through rates to and from the Maritime Provinces and also for the Quebec stations of 
Canadian National east of Levis, These increases amounted to approximately 5 per cent 
the rates which had been in effect. The commodity rates were considered separately 

no general changes were introduced as was the ease with class rates. 


On March 15, 1918, on account of the financial exigencies of the railways, the 
lway Board considered that a 15 per cent increase requested by the railways should be 
ywed. However, there was difficulty in applying this increase in western Canada for 
carriers, through the Western Rates Case in 1914 had already obtained a substantial 
cease of a little less than 64 per cent in the five classes of general merchandise 
to increase these rates by a full 15 per cent would make the total average approxi- 
sly 213 per cent. The Board, therefore, allowed 15 per cent on the through rate so 
as the territory west of Port Arthur was concerned, but on the eastern balance of the 
ugh rate the increase was limited to 10 per cent. Conditions in British Columbia and 
.cent territory in Alberta, comprising the Pacific District, were different; generally 
king the rail rates were on a higher basis than the Prairie territory. Consequently, 
avoid increasing materially the spread between Pacific and Prairie tariffs, the rates 
the Pacific territory were increased, with few exceptions, only 10 per cent. Special 
hodity rates were provided for particular commodities such as coal, sand, crushed stone 
gravel. Further in the west grain. was the chief traffic and the Crow's Nest Pass 
sement of 1897 would not permit a general increase of 15 per cent to the Head of the 
sso However, a flat increase of 2 cents per hundred pounds with a maximum of the 
v's Nest Pass rate was allowed on grain and grain products, which was close to 10 per 
, of the average western rate. Rates on carload grain and grain products in the 
5, other than to the Head of the Lakes and intermediate points, which were held dow 
the terminal rates and also on the same commodities from Port Arthur and Fort William 
sward, as weil as on carload grain and grain products in eastern Canada, were 
inced a flat 15 per cent, subject to a maximum increase of 2 cents per hundred pounds 
> existing rates. Transcontinental class rates were increased 10 per cent, but no 
eases were allowed in transcontinental commodity rates beeamse they were directly 
xetitive with United States rates. By the increases granted (B.R.C.,G.0. No» 215) 
amber 26, 1917, on the great bulk of the traffic in the west, the rates were increased 
roximately 10 per cent on the average, while the eastern rates in general were 
peased 15 per cent and became effective March 15, 1918, with the exception of the 
“eased rates on grain and grain products which were made effective June 1, 1918. 


The next change in the rate level came later in the same year as a result of the 
\doo Award" which increased the wages of railway <mployees by substantial amounts. 
rates worked out by the Railway Board and put into effect August le, 1918, by 0.0. 
P.C. 1863, were as follows: 


(a) Territory east of Fort William all class rates were inereased 25 per 
cent and commodity rates according to a definite schedule while the 
rates on commodities not enumerated were increased 25 per cent. 


(b) In the territory west of Fort William all class rates were increased 
25 per cent calculated on the tariffs in force before March 15, 1918, 
when the 15 per cent increase was put into effect but the increases 
by the Railway Board since that date were to be cancelled. In other 
words, in respect of Western Canada, the 15 per cent increase of March 15, 
1918, was to be included in the 25 per cent increase of August 12, 1918. 
Commodity rates were also increased the full 25 per cent calculated on 
the tariffs in force prior to March 15, 1918, 


By virtue of this order rates were established for the first time on a higher scale th 
the Crow's Nest scale of 1897. 


The next change in the rate level occurred on September 15, 1920 (B.R.Co, G.0. N 
308), as a result of the "Chicago Award" which was made to offset the increase in the 
wages of various classes of railway workers in the United States. The changes in the | 
level at this time were; 


(a) Until December 31, 1920, there should be a general increase of 40 per cent i: 
eastern freight rates and 35 per cent in western freight rates. 


(b) Beginning January 1, 1921, these freight rates (a) were reduced to 35 per ce 
in the east and 30 per cent in the west. 


A variation was made in the case of such commodities as coal,which was increased 10 ce 
per ton on all rates up to 80 cents per ton, 15 cents on all rates 80 cents to $1.50 p 
ton, and 20 cents on all rates over $1.50 per,ton. Cordwood and fuel wood were increa 
20 per cent and no increase was allowed on milk. 


During the year 1921 the carriers made voluntary reductions on grain rates from | 
William and other Lake Ports to Montreal and the Atlantic Seaboard for export and also 
domestic consumption in eastern Canada. On livestock a reduction of approximately 25 
cent of the existing rates was made. Reductions were also made on hay in eastern Cana 
on lumber from British Columbia to eastern points, and on a number of other commoditie 


_ In Jwly, 1921, a reduction was made in the wages of railway workers approximatel 
10 per cent and as a result of an investigation by the Board of Railway Commissioners 
following changes were made effective December 1, 1921: 


(a) In the territory east of and including Port Arthur, Fort William and 
Westfort freight rates were based upon 25 per cent over rates in effect 
prior to September 13, 1920. 


(b) In the territory west of and including Port Arthur, Fort William and 
Westfort freight rates were based upon 20 per cent over rates in effect 
prior to September 13, 1920. 


(c) On through rates between eastern and western Canada the above named 
percentages were to apply to eastern and western factors respectively. 


(d) Transcontinental commodity rates were established on a basis of approximatel 
25 per cent over the rates in effect prior to September 13, 1920. 


On July 5, 1922, (BRC, GoQo 366) the Crow's Nest Agreement was restored. It 
sreviously been suspended by Parliament in 1919 for a period of three years. By the 
cestoration of this agreement the eastbound rates on grain and flour were restored to 
Level of 1897, The Board also ordered a reduction of approximately 7% per cent on bas 
commodities which still: remained 124 per cent above the basis of September 13, 1920, i 
western Canada and 17% per cent in eastern Canada. Rates on coal, other than anthraci 
and westbound coal from the Head of the Lakes, which had been increased by flat amount 
were restored to the September 12, 1920, level. 


The effect on grain rates of the various orders since the Crow’s Nest Pass Agree 
in 1897 is illustrated below by the rates on three hauls, viz., from Winnipeg, Regina 
and Calgary to Fort William. 


ea - ES 


GRAIN RATES IN CENTS PER 100 POUNDS TO FORT WILLIAM 


June August 
18977 1901. 1918 1918 


14 10 12 14 
20 18 20 a4 
26 24 26 50 


In 1922 a reduction was made in the Pacific standard mileage tariff. Previous to 
4 for 220 miles in the mountains each mile was counted as the equivalent of two 
rie miles and beyond that up to the limit of 750 miles (the longest local east and 
jt movement in British Columbia) the mileage was weighted on a somewhat lower but 
egular basis, Under the Railway Board's judgment in the Western Rates Case of 1914 
asis of one mile Pacific standard equivalent to one and one-half miles Prairie 
ndard was adopted and in 1922 this was further reduced to one mile Pacific standard 
livalent to one and one-quarter miles Prairie standard. 


July 
1922-35 


A very important reduction was made on grain and flour from the Prairie Provinces 
Vancouver for export the latter part of 1923, The rates originally established by 
» Canadian Pacific Railway on grain and grain products to Vancouver for export were 
ed on the grain rates to Fort William, the basis, roughly (and with some exceptions) 
ng that from its main line and southern branches rates to Fort William were applied 
points of corresponding mileage to Vancouver, but with the addition of a constructive 
eage for mountain haul. From north main line stations and northern branches of the 
adian Pacific Railway there were established approximately the same rates as the 
adian National Railways apply from their main line stations of equal distance to 
+ Arthur, which were on a somewhat higher basis than the Canadian Pacific Company's 
n line scale. These rates were subsequently increased along with the general increases 
rates which resulted from the change in conditions brought about by the war and in 
2 reduced by the restoration of the Crow's Nest Pass Agreement. Effective not later 
n October 22, 1923, the Board (B.R.C., GO. 384) ordered that the current rates on 
in and grain products to Pacific coast ports for export be reduced uniformly 10 per 
4. Effective September 15, 1925 (B.R.C. Order No. 36769), the rates on grain and 
ur from Prairie points to Pacific coast points for export were reduced approximately 
er cent, or to the same level, mile for mile, as those applying from the Prairies 
Fort William and Port Arthur. A further revision was made by the Board (B.R.C., 
|, 448) effective September 12, 1927, whereby: 


(1) The rates on grain and flour from all points on the Canadian Pacific 
branch lines west of Fort William to Fort William, Port Arthur and 
Westfort were equalized to the existing Canadian Pacific main line 
basis of rates of equivalent mileage groupings (the rates governed 
by the Crow's Nest Pass Agreement not to be exceeded). All other 
railway companies were required to adjust their rates on grain and 
flour to conform with the Canadian Pacific Railway rates. 


(2) The rates on grain and flour from Prairie points to Vancouver and 
Prince Rupert for export were placed on the same basis as the rates 
to Fort William, but in computing such rates the distance from 
Calgary to Vancouver, via the Canadian Pacific Railway, was assumed 


toe 


to be the same as Edmonton to Vancouver via Canadian National Railway, namely 
766 miles. 


The Maritime Freight Rates Act came into force on July 1, 1927. It reduced:- 


(a) local traffic (all rail) between points on the Eastern lines by 20 per cent; 


(bo) all-rail westbound traffic from points on the Bastern lines westbound to 
Canadian points beyond the limits of the Eastern lines at Diamond Junction 
er Levis. For example, Fredericton to Montreal, the 20 per cent is based 
upon the Eastern lines' proportion of the through rate. 


(c) Export traffic from points in the preferred territory via ports within that 
territory were also reduced by 20 per cent. 


For greater clearness, it may be said that the following are not preferred move- 
ments:- (1) traffic inward or outward to or from the United States and all-rail from o 
to points in the United States to or from points on the Eastern lines; (2) traffic 
moving inward, eastbound from Canada, all-rail, such as Toronto to St. John; (3) impor 
traffic to Canada originating overseas, such as Liverpool to Moncton or to Toronto. 


The Maritime Freight Rates Act provided that the difference between these reduce 
rates and the normal rates should be paid by the Dominion Government to the railways; 
for the period July 1, 1927, to March 31, 1935, the Dominion Government has paid 
$19,815,522 to the railways, or an average yearly subsidy of approximately $2,556,800. 


Since the Maritime Freight Rates Act of 1927 there have been very few changes 
widely affecting the general rate structure. The most general changes that have occur 
are the rates issued to offset motor truck competition and the pick-up and delivery 
motor truck rates in parts of Ontario and Quebec, previously mentioned. 


Changes of a widely scattered nature are constantly being made and supplemental 
tariffs affecting existing tariffs are continually being filed with the Board of Rail~ 


way Commissioners. To measure the effect of these changes the Bureau has compiled ind 
numbers. 


The method adopted in computing these index numbers for the mass of freight rate 
was, first, to select a list of commodities representative of the seventy-six commodit 
classes for which the railways report tonnages carried each year, second, to select 
hauls for each of these commodities and, third, to compile the freight rates for the 
selected hauls for these commodities for a series of years from the tariffs filed with 
the Board of Railway Commissioners. On the assumption that the list of commodities 
was a fair sample of all freight carried by the railways, that the selected hauls were 
representative of the actual movement of these commodities, and that the changes in 
rates on these would be fairly representative of the changes in rates of all freight, 
weights were given each series and index numbers computed, The selections of 
commodities and hauls were made with the aid of various returns collected by the 
Bureau, railway officials having first hand knowledge of freight movements, and any 
other source available. Carload commodity rates were used wherever such were in effec 
In a number of cases, as a result of commodity rates not being in effect in the earlie 
years, it was necessary to use the class rates until such time as the lower commodity 
rate was established. Further quite frequently typical, commodity routes and rates 
have been cancelled and class rates restored as a result of insufficient volume moving 
to command the lower rate. The raising of a rate as a result of the change from a 
commodity to a class rate does not, broadly speaking, indicate that the rate level hag: 


| 
| 
| 
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n generally increased on that particular commodity. It usually indicates that 
nomic conditions have changed and that new routes which are not at all comparable 
h the former routes have been established; it has been quite difficult over a 
aty-year period to establish a continuity of class or commodity routes and rates. 


The geometric means of the rates were next compiled for each commodity by years. 
geometric mean is the nth root of the product of several factors where "n" is the 
ber of factors and is a value equal to or less than the arithmetical mean. 


Consideration of the weighting of the geometric means for each commodity was next 
sidered. All commodities are not of equal importance in the total traffic of the 
riers, The Summary of the Monthly Railway Traffic Reports for the Railways of 
ada. shows the percentage volume of the various commodities carried by the railroads. 
se percentages reflect the relative importance of one commodity to another and when 
d as weights are rational in that they represent actual percentages of specific 
nodities carried by all the railroads of Canada. 


Composite indices using the percentage tonnage of each commodity to the total 
ffic were compiled, using the year 1926 equal to 100 as a base, and a composite index 
wing the variations in railway freight rates for the period 1913 to 1933 inclusive 
computed, The differences when using 1925, 1926 and 1927 data as bases were very 
cht. 


In conclusion it is recognized that in many instances the data upon which to base 
selection of commodities and rates were rather meagre and also that the weighting 
uld be adjusted every few years for important changes in freight movements. The 
ections, however, cover a fairly wide range and the rise and fall of the geometric 
ns weighted as they were by the 1926 percentages of tonnage will probably follow 
y closely the general trend of all Canadian freight rates when considered as a whole. 
chart on page 13 indicates the sharp rise caused by the general increases during 
after the Great War, reaching a peak on September 13, 1920, the general reductions 
1921 and 1922 and the very gradual decline from that date to the end of the year 1953. 
table on page 12 shows for each year, 1913-1933, the index numbers of freight rates 
each of the five commodity groups and the total. 


Bay fo $e 
_CANADA _ 
RAILWAY FREIGHT RATE INDEX NUMBERS _ 
Base, 1926 = 100 


Manufactures 


Agricultural Animal Mine and Total 

Bh Products | Products | Products Miscellaneous 
Commodities 10 Oe es 44 
Rates 116 122 180 616 
Year 
1913 69.15 63.61 16.19 65.70 56.85 63.80 
1914 66.58 63.42 67.81 63. 78 56.22 C2357 
1915 66.58 6§.§3 68.78 65.76 55.86 62.61 
1916 66.81 64.17 T1685 63. 78 56,52 65,42 
1917 69.56 66 ..29 TEcOT 63.78 58.47 64.99 
1918 91.70 85.43 98 .48 84.82 81.48 87.63 
1919 91.17 85.43 97.64 Siaee 81.46 87.675 
1920 132. 74 1IGé35 112.04 120.07 LiGerk 120.34 
1921 123.29 107.92 111.45 114393 111.48 114.47 
1922 1WOS VSL 101.31 LOLs Fe 105.67 102.25 102.54 
1923 101..14 100.02 100.70 100. 76 102.16 LOLsee 
1924 LOK, LO 100.00 100.55 100.61 99.80 100.38 
1925 100.00 100.00 100.28 100.79 99.79 100.10 
1926 100.00 100,00 100.00 100.00 100.00 100.00 
1927 98.86 98.16 95.92 100.23 99.38 98.39 
1928 98.86 98.16 93.85 100.29 99.54 98 .43 
1929 98.86 98.16 95.75 100.22 99.54 98.40 
1930 98.86 98.16 93. 2& 100.22 99.54 98.32 
LOSE 95.74 98.15 93.11 100.22 99.16 97.42 
1952 96.39 98.15 935.01 99.93 97.49 96.97 
1933 92.91 98.15 Boo OL 99.68 96.87 95.87 
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PREFACE 


This report, the second on the subject of Index Numbers of 
Freight Rates issued by the Dominion Bureau of Statistics, brings 
the index up to December 31, 1936, and also includes a brief 
Sxetch of the more important Orders of the Board of Railway 
Commissioners and special Acts of Parliament affecting rates, 

The Bureau gratefully acknowledges the co-operation of 
Mr. W.H. Campbell, Chief Traffic Officer, and Mr. F.R. Harvey, 
Assistant Traffic Officer, of the Board of Railway Commissioners, 
in the preparation of this second report which was compiled by 
R.G. Bangs, B.Sc., A.M.E.I.C., of the staff of the Transportation 


and Public Utilities Branch of the Bureau. 
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R.H. COATS, 
Dominion Statistician. 
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There is probably no pricing problem more complex than that involved in the sale of 
il transportation of freight. The Canadian Freight Classification No. 18,issued July 17, 
29, lists approximately 7,000 descriptions of traffic, any item of which conceivably 
7 move from any point to any other of the thousands of railroad stations. No simple 
inciple as that of applying the same rate in cents per 100 pounds to all the different 
modities and the same rate per mile to all the different hauls would be theoretically 
practically accepted. The freight rates are different for different classes of freight, 
- different distances and in different sections of the Dominion. ‘The filing of new 
iffs, or of supplements to existing tariffs, goes on continually. In the year ending 
ember 31, 1935, the Canadian railways issued and filed with the Board of Railway 
missioners 35,979 freight tariffs and supplements thereto, and from November 1, 1904, 
December 31, 1935, a total of 1,235,656 freight tariffs and supplements have been filed. 
) establishment of new industries, new products, new sources of supply, new forms of 
petiticn, etc., maintains the rate structure in a constant state of evolution. 


The first Dominion Railway Act was passed by Parliament on May 22, 1868,(31 Victoria, 
pter 68). A Railway Committee of the Privy Council was appointed to give effect to the 
which dealt with the powers given railway companies to take and hold lands, to make 
veys and plans, structures, tolls, etc. Extended powers were given this Committee over 
es and discrimination between shippers by the Railway Act of May 22, 1888 (51 Victoria, 
pter 29). Beginning with Section 8, the position and powers of the Committee are fully 
en. Superseding the Railway Committee of the Privy Council, a board for the regulation 
Canadian railways was provided for by the Railway Act of October 24, 1903, (3 Edward Vill, 
pter 58). To administer the Act, Parliament in February, 1904, appointed a Board of 
lway Commissioners of Canada, consisting of three members which was increased to six in 
Be The powers of the Board relate to the location, construction and operation of the 
lWways, but the most important of the powers is that of rate regulation. It also deals 
n the regulation of telephone, telegraph, and express rates, and tolls charged over 


ernational bridges. 


Classification of freight is the initial step in rate construction. Section 322 of 
‘Railway Act requires that a freight classification shall be filed with and approved by 
ard and such classification dividing the commodities into classes: makes the 
sification complementary to tariffs publishing class rates. In Canada there is one 
ssification schedule applicable throughout the entire country. The preparation of the 
ssification which is highly technical in character is in the hands of a select committee 
pert railway officials known as the Classification Committee of the Canadian Freight 
Clation. The Canadian Freight Classification lists the ratings or the classes given 
various commodities. Under it there are ten classes of freight termed first class, 
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second class, etc., up to tenth class, in addition to which ten other classes are fixed 
by miltiples of the first class - used chiefly for goods of a light, bulky and unusual 
high value. Ratings are provided for movement in both less-than-carloads and carloads. 
Te first four classes are mainly less-than-carloads; the others, fifth to tenth class, 
are carload ratings. The Board of Railway Commissioners may direct the carriers to chan, 
the classification of any article or articles and remove them to a lower or higher 
classification, providing that goods shall not be taken from a lower to a higher class- 
ification without sufficient notice having been given in the Canada Gazette. 


The Railway Act of 1919 (B.S. Vol. 111 1927, chap. 170, sec. 328) states “the 
tariffs of tolls which the company shall be authorised to issue under this Act for the 
carriage of goods between points on the railway shall be divided into three classes; 


(a) the standard freight tariff; 
(bo) special freight tariffs; and 
(c) competitive tariffs." 


The Board does not initiate rates. The only freight tariffs which upon being file 
require specific approval of the Board, in the first instance, are the "standard" freigh’ 
tariffs. These are merely tariffs of maximum mileage rates beyond which the railways ma 
not charge. Upon any such tariff being filed and approved by the Board the company shal: 
publish the same with a notice of such approval in such form as the Board directs in at 
least two consecutive weekly issues of the Canada Gazette (Section 330).. These "“standar 
tariffs remain unchanged unless there is a very material advance or decrease in the cost 
of transportation. ‘The "standard" tariffs of the railways have not been changed since 
1922, except in the territory covered by the Maritime Freight Rates Act (17 George V, 
chapter 44), effective July 1, 1927. ‘They are not uniform throughout the country, six 
different schedules or scales being in effect - one for the Maritime Provinces, one for 
the territory east of Sault Ste. Marie and Windsor in Ontario and west of Diamond Junctic 
in Quebec, one for stations between Sudbury and north and west thereof and Port Arthur ar 
Fort William, another applies to points in Ontario west of Fort William, and throughout 
Manitoba, Saskatchewan and Alberta (Canmore and east thereof on the C.P.R.) and two opers 
in British Columbia, the "Pacific or Mountain" and the "B.C. Lakes" scales. 


In the division between Sudbury and Fort William the rates are the highest of all 
the eastern rates; the "Prairie" standard is higher than those of the two most easterly 
divisions but lower than the Sudbury and Fort William division. The "B.C. Lakes" standaz 
mileage rates are the same as the "Prairie" standard and the "Pacific or Mountain" scale 
is the highest of all western rates. | 

_ In the Maritimes and Sault Ste. Marie, Windsor and east thereof, the 4th class is 
approximately 125 per cent of the 5th class, the %rd 150 per cent of the 5th class, the © 
énd 175 per cent of the 5th class, and the 1st 200 per cent of the 5th class. In the 
Sudbury and Fort William scale and the three western scales the 3rd class is approximate 
133 1/3 per cent of the 4th class, the 2nd 166 2/3 per cent of the 4th class, and the ls 
class 200 per cent of the 4th class. Below the 5th and 4th class of the respective 
groupings mentioned above, the rates are scaled down without regularity until the 10th 
class is reached. 


The bulk of the freight traffic, probably 90 per cent of it, moves under "special" 
or "competitive" tariffs governed by Sections 328 to 332 of the Railway Act. ‘he carrie 
themselves, not the Board, decide upon what rates they will publish in these tariffs and 
having done so, publish and file them with the Board. "Special" tariffs may be made 
effective upon three days notice in the case of reductions and thirty days notice in the 
case of advances. Further under section 344 of the Railway Act and the Rules and 
Regulations of the Board, the carriers may issue special rate notices between points whi 
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e not competitive to take care of emergency cases where no suitable tariff has been 
epared; such as trial shipments of ore - specific shipments not likely to be repeated, 
i shipments of some traffic beginning to move. In this last case the filing and 
blication of tariffs must follow immediately. 


"Competitive" tariffs like "special" tariffs are for the purpose of permitting the 
rrier to publish rates lower than the "standard" and are effective to and from points 
tween which two or more transportation lines compete for the movement of traffic or 
ere it is necessary to meet the exigencies of competition of other carriers by land or 
ter between specifically named points. These tariffs may be brought into immediate 
fect without previous notice to the Board and may be acted upon before filing with the 
ard, but the company must forthwith file a tariff containing such rates, together with 
statement of the exigencies and the ground for so acting (Section 332). 


A large number of "special" and "competitive" tariffs in the form of class rate 
“iffs, special or commodity tariffs publishing lower mileage or specific rates on 
tin and grain products, ceal and coke, lumber, building materials, pulp and paper, etc., 
» in effect and are constantly under revision to meet changes in trade conditions and 
> competition of water and highway carriers. To meet water and highway carrier com- 
sition special seasonal tariffs ere in effect, usually from May 1 to November 30, and 
a further means of meeting the highway carrier competition ea pick-up and delivery 
vice with no cartage charges was introduced on May 1, 1935, in parts of Ontario and 
bec. 


The freight rate structure of Canada is very complex and only a brief reference is 

e here to the fundamental factors used in the making of freight rates. Physical, 
momic, and comoetitive characteristics are the dominant considerations in rate-making. 
Sical factors are creative of higher operating costs in some sections of territory; 
© unproductive territory tends to lower the density of traffic and affect rate 
uctures. Trade conditions arising from new sources of supoly and the consequent shift- 
of industry, the presence of water competition on the Great Lakes, the pull of exvort 
ffic to the Atlantic and Pacific seaboards, the competition of the United States rail- 
ds, the circuitous route of the former Intercolonial Railway in the Maritime Provinces, 
the effects of the Paname Canal on transcontinental rates are fundamental factors 
erning the rate structure. The entire commodity rate structure seems to be built on 

theory of equalizing the producing areas of basic commodities as regards freight 
rges. The products of lumbering, mining, fishing and fruit industries of British 
umbia, the grain, livestock, coal, and flour milling industries of the Central Prairie 
Vinces, the highly developed manufecturing industries of the provinces of Ontario and 
bec, and the coal, fishing, lumbering, sugar, fruit and vegetable industries of the 
itime Provinces are moved largely on commodity rates. 


During the period under review several important changes were made in freight rates 

had marked effects on the freight rate index. Some of these were made at the 
igation of the railways, others by orders of the Board of Railway Commissioners, and 
ers directly by Acts of the Dominion Government, The latter rates can be altered only 
et of Parliament and consequently are not affected by changes in economic conditions 
Same as those under the jurisdiction of the Board of Railway Commissioners, 
4 Under the provisions of the Crow's Nest Pass Agreement (60-01 Victoria, chapter 5) 
vernor-in-Council was authorized to grant to the Canadian Pacific Railway Company 
ibsidy towards the construction of the railway from Lethbridge through the Crow's Nest 

to Nelson, to the extent of $11,000 per mile, until the sum of $3,360,000 in all had 

1 advanced. ‘The Act contains the following provisions:- "(d) that a reduction shall be 
> in the general rates and tolls of the company as now charged, or as contained in its 
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present freight tariff, whichever rates are now the lowest, for carloads or otherwise, 
upon the classes of merchandise hereinafter mentioned, westbound, from and including 
Fort William and all points east of Fort William on the commany's railway, to all point 
west of Fort William on the company's main line or any line of railway throughout Canad 
owned or leased by, or operated on account of the company, whether the shipment is by 
allereil line or lake and rail, such reduction to be to the extent of the following 


percentages respectively, namely:- 


Upon all green and fresh fruit .... 33 1/3 ver cent; 
COBB O LDF ele nual. < ais hehe sete eleeede n= = 20 per cent, 
Cordage and binder twine ...cccscee 10 per cent; 
Agricultural implements of all 

kinds,set up or in parts ....e6. 10 per cent; 
Iron, including bar, band, Canada 

galvanized sheet, pipe, pipe 

fittings, plates, nails, spikes 

SnG GorSsesnhoes: sc s.e «oss be weld owes 10 ver cent; 
All kind of Wire ..cccccvevercocees 10 per cent, 
Paper for building and roofing 

WULPOSES vitiere sielelaieisieys s wiewistitele: sishe 10 per cent; 
Window Z1ESS ..cccccccvvecccvcceures 10 ver cent; 
Roofing felt, box and packing ..... 10 ver cent; 


Paint of all kinds and oils ....... 10 per cent; 
EVE ES UO. ie ietale Wistar eins: 0 2 ai cys sain gueties 10 per cent; 
MOOCED WETS Foo acres faenadi lip oyargivse’ «i, is ‘ovniotels 10 per cent; 
FOU ON GL PUP TUB ices oi0le i oie.5) sfeets 10 per cent; 


and that no higher rates than such reduced rates or tolls shall be hereafter charged by 
the company between the points aforesaid; such reductions to take effect on or before th 
first day of January, one thousand eight hundred and ninety=eight; 


(e) that there shall be a reduction in the company's present rates 
and tolls on grain and flour from all points on its main line, branches or connections, 
west of Fort William to Fort William and Port Arthur and all points east, of three cents 
per 100 hundred pounds to take effect in the following manner:- One and one-half cent 
per 100 hundred pounds on or before the first day of September, one thousand eight 
hundred and ninety-eight and an additional one and one-half cent ver one hundred pounds, 
on or before the first day of September one thousand eight hundred and ninety-nine and 
that no higher rates than such reduced rates or tolls shall be charged after the dates 
mentioned on such merchandise from the points aforesaid. " 

While the foregoing rates were the maximum that could be charged under this agree- 
ment, the rates for these commodities were generally below the contract rates as a 
result of the Manitoba Agreement executed in 1901 (See Manitoba Statutes 1901, chapter 3 
This agreement between the Manitoba Government and the Canadian Northern R@ilway Company 
had a very definite effect on the Crow's Nest Pass Agreement on grain and flour rates 
eastbound to Fort Willian. Under the Manitoba Agreement the railway company in con- 
sideration of the provincial government's guaranteeing its bonds and giving it a lease 
of the Northern Pacific and Manitoba Railway, including several lines of railways owned 
and operated by it, agreed to:-~ 


"(a) reductions amounting together to more than four cents per hundred 
pounds on the tariff rates in force on the date of the said indenture for the carriage o 
grain from Manitoba to a Lake Superior port, and 


(bo) reductions amounting together to more than fifteen per cent of the 
tariff rates in force on the date of the said indenture for the carriage of all other 
freight from and to points in Manitoba, and to points in Manitoba to and from Fort Willi 
or Port Arthur, " 
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' When the reduction was made in the Manitoba rates, pursuant to this agreement of 
O1, the Canadian Pacific Railway promptly met the reduced rates in the Manitoba scale 
d voluntarily made a reduction of seven and one-half per cent in the territory between 
Manitoba boundary and Canmore and Crow's Nest. The Canadian Northern Railway 
any,after these agreements had been made, received authority from Parliament 

pter 50 of the Statutes of 1902) to extend its lines beyond the confines of the 

rince of Manitoba and therefore placed itself in the position of having to adopt the 
ntary reduction of seven and one-half per cent made by the Canadian Pacific Railway. 
re different scales of rates were thereby in effect in the West at that time. 


In 1909 the Board of Trade of the City of Regina applied to the Board for a re=- 
stion in the rates on classes one to ten inclusive, from the head of the lakes to 
: and pointed out that the rates to Winnipeg and other points in Manitoba were on 
basis. It was alleged that this difference in basis constituted a discrimination 
Regina as a wholesale distributing centre. The application was supnorted at the 
ing by the Board of Trade of Moose Jaw, The decision of the Board of Railway 
missioners was to the effect that the special class freight tariffs of the Canadian 
hern Railway Company and the Canadian Pacific Railway between Port Arthur and Fort 
iam and points west thereof unjustiy discriminated in favour of Winnipeg and other 
ts in the Province of Manitoba to the prejudice and disadvantage of Regina and Moose 
and other points west of that province and that the companies should be required to 
luce their rates so as to remove this discrimination by publishing and filing new 
eiffs, to take effect not later than April 1, 1911. Upon the application of the rail- 
“companies, leave to appeal to the Suoreme Court of Canada from the Order of the Board 
this matter was granted. The Board's judgment was affirmed in nearly all points and 
> reduced rates were made effective April 1, 1912. 


_ Between points in the provinces of Saskatchewan and Alberta and points in Manitoba 
‘Ontario, Port Arthur and west, the Saskatchewan scale (0.P.R.-C.R.C. No. W. 1443) was 
1 in effect, For the purpose of calculating the through mileage to western points 
askatchewan and Alberta (east of Canmore) it had been the practice of the railways to 
» ‘constructive! or "assumed" mileage of 290 miles instead of the actual distance of 
) miles between Winnipeg and Fort William, plus the actual mileage west of Winnipeg. 

Y essence of the "constructive" mileage is that,the mileage from Fort William to 

peg being 419 miles, there is a concession of 129 miles on the movement of traffic 
mard, The Saskatchewan scale, however, being higher than the Manitoba scale, the 

age shrinkage to points in Saskatchewan and parts of Alberta was less because the 

s for 290 miles in the Manitoba scale (C.P.R.-C.R.C. No. W. 1735) were those for 250 
3 in the Saskatchewan scale (".P.R.-C.R.C. No. W. 1443), 


In 1911 the Western Rates Case was initiated by the passing of a resolution by tne 
1ipes Board of Trade and similar organizations in a number of distributing centres, 
ing that the disparity of rates between eastern and western Canada should be removed, 
@ with this complaint there was joined a previous complaint from the Board of Trade 
ancouver, asking for the removal of the differential scale on which the rates from 


y 1914 judgment was rendered. The Board found good and sufficient reasons for the 

P rates in the eastern sections of Canada. In their opinion there was no doubt that 
ower rates in Eastern Canada had been held down by the influence of water competition 
real and effective railway competition afforded by such United States railroads 

» Michigan Central, Wabash,and Pere Marquette, operating through Southern Ontario. 
hile @ greater diversity of traffic, better traffic conditions and a greater density 
ffic existed in the Bast, these advantages were more than offset by the longer haul 
ower terminal charges of the West. The Board, however, ordered that the three 

ie Provinces be brought under one scale of "standard" rates based upon the "Manitoba® 
of 1901 which was about 15 per cent below the C.P.R. "Standard" Tariff in effect 
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prior to the Crow's Nest Pass Agreement. Also a reduction of 15 per cent was made in 
the distributing class tariffs from the various distributing centres throughout the 
three Prairie Provinces. In the making of special class rates between the head of thi 
lakes and points west thereof, the rates to and from Winnipeg were to be no greater — 
than those of the "Prairie" standard tariff for 290 miles and that to and from points 
beyond Winnipeg within prairie" territory the maximum first class rates were to be 
those of the "Prairie" standard tariffs for the through mileage, made up of the actua’ 
distance beyond Winnipeg added to the feonstructive! or "assumed" mileage of 290 miles 
east of Winnipeg. As to British Columbia the "pacific" or “Mountain" scale of rates 
already referred to was reduced from the basis of two miles of the "Prairie™ scale to 
one for the "Pacific", to one and one~half miles (prairie scale to one of the "Pacif 
scale. These provisions of the Western Rates Gase became effective September 1, 1914 


In 1915 in the matter of the application, commonly referred to as the "Eastern 
Rates Case", of the Canadian Freight Association on behalf of the railway companies 
operating in Canada east of Port Arthur, Ontario, the railways asked for an increase 1] 
rates on general traffic carried under the Freight Classification which was lower the 
the "standard" tariffs and subject to the regulation of the Board. The railway 
companies in substantiation of their claim showed the great increases which had been — 
made in salaries and weges and other elements of operating costs since 1907 and the 
resultant decreases in net operating income. The Board of Railway Commissioners issu 
its decision in June, 1916 (B.R.C. G.O. 133) which ordered, with a few exceptions, thi 
east of, but including Port Arthur, there should be an increase of two cents per hund 
pounds on first class freight and one cent per one hundred pounds on fifth class, the 
rates on the other classes being scaled proportionately as shown in the "standard" 
tariffs for mileages covered by any particular movement, excepting the through rates 1 
and from the Maritime Provinces and also for the Quebec stations of the Canadian Nati 
east of Levis. ‘These increases amounted to approximately five per cent of the rates 
then in effect. In dealing with the numerous commodity items of the apolication each 
item of the application was considered on its merits and no general increases were 
introduced as was the case with class rates. Specific increases on commodities were 
allowed as set out in the judgment. 


By 1917 the high operating expenses of the railways necessitated the companies 
making application to the Board for a general increase of fifteen per cent in the lev 
of freight rates; There were several barriers to the granting of the full request of 
carriers. One of these was the Crow's Nest Pass Agreement fixing the upper limits of 
certain rates west of Fort William as previously explained. These rates being fixed 
an Act of the Dominion Parliament over-riding the Railway Act (Sec. 3), could be 
increased only by another Act of Farliament. 


The act of the Legislature of Manitoba (Manitoba statutes, 1901, chapter 39) 
limiting tolls to be charged over lines of the Canadian Northern Railway System withi 
that province is ultra vires as regards the Canadian Northern Railway Company, a 
Dominion corporation, and as regards subsidiary companies incorporated by the province 
and subsequently declared to be a work for the general advantage of Canada (1 Edward — 
chapter 53, Sec. 3), so that the Board's jurisdiction under the Railway Act as to tol 
is not limited or affected by the Manitoba Agreement. 


In Kastern Canada influences which tended to prevent the full increases becomin 
effective were the competition of waterways and United States railroads. 


On December 26, 1917, the Board issued General Order 213 which granted increase 
averaging approximately ten per cent on most of the traffic in the West and fifteen p 
cent in the East. With regard to through rates the Board allowed fifteen per cent on 
the through rate so far as the territory west of Port Arthur was concerned but on the 
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sastern portion of the through rate the increase was limited to ten per cent. 
Yonditions in British Columbia and adjacent territory in Alberta comprising the Pacific 
territory were different; generally speaking, the rail rates were on a higher basis 
than the Prairie territory and in order to avoid increasing materially the spread 
between Pacific and Prairie tariffs the rates in the Pacific territory were increased, 
fith a few exceptions, only ten per cent. In the west grain was the chief traffic 

ind, as previously mentioned, the Crow's Nest Pass Agreement would not permit a general 
ncerease of fifteen per cent to the head of the lakes. However, a flat increase of two 
sents per one hundred pounds with a maximum of the Crow's Nest Pass rate was allowed on 
‘rain and grain products, which was close to ten per cent of the average western rate. 
tates on carload grain and grain products in the west, other than to the head of the 
akes and to intermediate points, which were held down by the terminal rates, and also 
n the same commodities from Port Arthur and Fort William eastward, as well as on car- 
oad grain and grain products in eastern Canada, were advanced a flat fifteen per cent, 
ubject to a maximum increase of two cents per one hundred pounds over existing rates. 
'ranscontinental class rates were increased ten per cent, but no increases were allowed 
n transcontinentel commodity rates because they were directly competitive with United 
tates rates. Special commodity rates were provided for coal and coke which were 
ncreased fifteen cents per ton east and west; common clay, sand, gravel and crushed 
tone were increased not more than five cents per ton east and west, and lumber by 
arying amounts which would nearly approximate an increase of fifteen per cent. The 
ncreased rates became effective on March 15, 1918, with the exception of the increased 
ates on grain and grain products to the head of the lakes which were made effective 
une 1, 1918. 


The next change in the general rate level came later in the year as a result of 
he "NcAdoo Award" in the United States which increased the wages of railway employees 
y substantial amounts. The rates worked out by the Board of Railway Commissioners and 
ut into effect August 12, 1918, by Order=in-Council No. P.C. 1863, were as follows: 


(a) Territory east of Fort William,- all class rates were increased 
wenty=five per cent and commodity rates on a specified list of articles, in carloads, 
ere increased according to a definite schedule while the rates on commodities not 
mumerated were increased twenty-five per cent. 


; (b) Territory west of Fort William,- all class rates were increased 
Wenty-five per cent calculated on the tariffs in force prior to March 15, 1918; the 
acreases since allowed by the Board of Railway Commissioners to be disallowed. 
ommodity rates were increased in some cases by definite amounts over the rates in 
ffect on March 15, 1918, while in other cases definite increases were made in the rates. 
n force prior to March 15, 1918. Commodities not definitely enumerated were increased 
venty=five per cent, calculeted on the tariff in force prior to March 15, 1918, and 

e increases since authorized by the Board of Railway Commissioners were cancelled, 


These increases allowed by the Board of Railway Commissioners affected the Crow's 
st Pass Agreement, and the Government by Order-in-Council P.C. 1863, gave authority 
its suspension for a period of three years, which action Was later confirmed by 

Jiament in an amendment to the Railway Act of 1919 (9-10 George V, chap. 68, 

tion 325). By virtue of the increases allowed in August 1918, rates governed by 

Crow's Nest Pass Agreement were established for the first time on a higher level 
z provided by the Agreement in 1897. 


In July, 1920, as a result of the "Chicago Award" the wages of railroad workers 
re materially increased in the United States. Corresponding increases were demanded 
r employees of Canadian railways and to meet these higher rates of wages the Railway 
sociation of Canada on behalf of the railway companies, members thereof, and of all 
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other railway companies under the jurisdiction of the Board, made applications for a 
general advance in existing freight rates of forty per cent. The Board gave its 
decision, effective Seotember 13, under General Order No. 308, allowing a general 
increase of forty per cent in eastern freight rates and thirty-five per cent in wester 
freight rates, effective until December 31, 1920. Commencing the first day of 

Januery following, these percentages on freight were reduced to thirty-five per cent 
in eastern territory and to thirty per cent in western territory. The percentages of 
increases in the rates east and west of Port Arthur were applied to the east and west 
factors respectively of through rates between the east and the west, excepting 


transcontinental commodity rates. 


Exceptions to the general increases were coal, Which received from ten to twenty 
cents ver ton increase, cordwood and fuel wood limited to ten per cent increase, and 
milk on which no increase was allowed. Transcontinental commodity rates were advanced. 


The Board's jurisdiction for the granting of these increases on certain lines of 
railway in Western Canada depended entirely upon the amendment to section 325 of the 
Railway Act, 191°, which expired on July 6, 1922, and the rates so established could 
not extend beyond that date unless authorized by Parliament. 


During the year 1921 the carriers made voluntary reductions on grain rates from 
Fort William and Bay Ports to Montreal and the Atlantic Seaboard for export and also fo: 
domestic consumption in Eastern Canada. On livestock a reduction of approximately ‘ 
twenty-five per cent was made, Reductions were also made on-hay in Eastern Canada and 
in Western Canada reductions were made on lumber, smelter products, dressed meats and 
packing house products, and wool and hides from western to eastern points. 


In July 1921 a reduction was made in the wages of railway workers, anproximating 
ten per cent and as a result of an investigation by the Board of Railway Commissioners 
the following changes were made effective December 1, 1921 (G.0. No. 350):- "(a) in the 
territory east of and including Port Arthur, Fort William and Westfort, freight rates 
were based upon twenty-five per cent over the rates in effect prior to September 15, 
1920; (b) in the territory west of and including Port Arthur, Fort William and Westfort 
freight rates were based upon twenty: per cent over rates in effect prior to September 1 
1920; (c) on through rates between Eastern and Western Canada the above named 
percentages were to apply to eastern and western factors respectively; (ad) transcontin- 
ental commodity rates were established on a basis of approximately twenty-three per cen 
over the rates in effect prior to September 13, 1920; (e) in the cases where the 
reductions already voluntarily granted by the railroads have not amounted to ten per 
cent they were reduced to that point and where the reductions already voluntarily 
granted by the railroads in 1921 exceeded ten per cent they were left as existing." 


No reductions were made on crushed stone, sand and gravel, and milk which 
received no increase by General Order No. 308 in 1920. ‘There also was no reduction 
S&llowed in the rates on coal or in export rates on commodities and all increases on 
fire wood made September 13, 1920, were removed. 


In March 1922 Parliament appointed a Special Committee of the House to inquire 
into the question as to whether the suspension of the Crow's Nest Pass Agreement should 
be continued after July 6, 1922. The report of the Committee was enacted in Bill No. 
which in effect provided for the suspension of the Crow's Nest Pass Agreement for a 
further period of one year upon all rates and schedules mentioned therein with the 
exception of grain and flour eastbound, which after July 6, 1922, were to be restored t 
the level of the Statutes of 1897. The effect on grain rates of the various orders 
since the Crow's Nest Pass sgreement in 1897 is illustrated in the following table by tt 
rates on three hauls, viz., from Winnipeg, Regina and Calgary to Fort William. 


od 


Grain Rates in cents per 100 pounds to Fort William 


December July 
1921 1922~36 
LT 14 


29 20 
36 26 


Shortly after the issue of, the General Order No. 308 providing for the general 
reases known as the thirty-five and forty per cent case, effective September 13, 1920, 
ious Dodies, among them the Province of Manitoba, appealed to the Privy Council 
ing that the said order be rescinded for various reasons set forth by the appellants. 
matter was heard by the Privy Council and on October @ the appeal was dismissed 
1 a recommendation "that as conditions have probably changed materially in recent 
rs tending more and more to make equalization practicable, an inquiry by the Board 
lirected to be held at the earliest date with a view of the establishment of rates 
bing to the utmost extent possible, the above requirement as to equalization." 


Soon after the hearings commenced, applications were made by representatives of the 
time Provinces alleging that they were unfairly treated in regard to the arbitraries 
* Montreal; the province of British Columbia asked for the elimination of the 
ific" scale of rates and that the "Prairie" scale be extended through to the Pacific 
it; the Lumber Association of Canada asked for a reduction in rates on lumber 

mcts; the Board of Trade of Sault Ste. Marie and scores of other municipalities and 
orations forwarded applications asking for a reduction of rates generally or of 

is in which they were respectively interested, Hearings were held in all parts of 
da during 1921 and 1922 and on June 30, 1922, General Order of the Board No. 366 
red the railways to file tariffs effective the first day of August, 1922, providing 
the following reductions: 


(a) on the articles, other than grain and flour, hereinbefore referred to as basic 
odities, namely - forest products, building material, brick, cement, lime and plaster, 
toes, fertilizers (other than chemicals), ores, pig iron, blooms, billets, wire rods 
scrap iron, a decrease of seven and one-half per cent from the increase given by 

ral Order No., 308 and any other orders affecting the said commodities, issued since 
date, which will hereafter leave the increase granted by the said General Order 

308 in Western Canada at twelve and one-half per cent and in Eastern Canada at 

nteen and one-half per cent; the term "forest products" as set out in such list to 
fined as follows: 


In the territory east of Port Arthur, Ontario, in accordance with the 
list of commodities shown in C.P.R. tariff C.R.C. No. EB 3818, as taking rate 
basis "A"; in the tariffs from British Columbia to prairie points on the commodities 
taking Group A and Group B rates as shown in C.P,R. tariff &.R.C. No. W 2573; and 
from stations in Alberta and British Columbia to stations in Eastern Canada in 
accordance with the Canadian Freight Association tariff C.R.C. No. 30; also on 
pwood west of Port Arthur, Ontario, In cases where reductions heretofore 
granted or ordered upon these companies have not amounted to seven and one-half 
per cent as above described, they shall be reduced to that point and where they 
exceed seven and one-half per cent they will remain as they are at present. These 
‘reductions are made upon the same basis in both Eastern and Western Canada with 
the object of preserving the same spread between these territories as was 
provided by General Order No. 308. 


| 
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"(b) om coal other than anthracite and coal from the head of the lakes westward, 
all increases provided for by General Order No. 308 to be rescinded; . 
H(c) on commodities moving under class and commodity rates between points east of 
Montreal and points west of Port Arthur and Fort William the establishment of 


arbitraries as provided for herein; 


"(d) in the territory between North Bay and Sault Ste. Marie Schedule A rates to 
be applied; 


SS 


H(e) "Pacific Standard" rates to be reduced from the basis of one and one-half 
miles of the "Prairie" scale to one for the "Pacific", to one and one-quarter miles 
'Prsirie"® scale to one of the "Pacific" scale." 


Further as a result of conferences with the Canadian Pacific and Canadian Nation 
railways, the railway companies voiuntarily made a general reduction in export rates 
on grain and grain products between Prairie points and Pacific coast points of twenty 
per cent, effective August 1, 192c. 


In 1923 the subject of export grain rates from points in the Prairie Provinces tc 
Vancouver and other British Columbia coast points was referred to the Board for 
immediate determination and after fully considering the matter tne Board under General 
Order Noe 384, dated October 10, 1923, stated that the existing rates on grain and gre 
products to Pacific coast ports for export should be reduced uniformly ten per cent an 
that aew tariffs should be filed not later than October 22, 1923. 


The increases in Crow's Nost Pass rates made in 1918 under Urder in Council No. © 
P.C. 1803, previously mentioned, expired on July 6, 1924, and the Canadian Pacific 
Railway filed tariffs effective July 7, 1924, confirming the rates with the increases © 
removed to and from points which had heen on the Company's lines in 1897. ‘The Canadia 
National Railway also filed tariffs meeting the Canadian Pacific Railway rates at 
competing points. These tariffs resulted in complaints to the Board of Railway 
Commissioners of discrimination and unfair treatment from many points to which the 
Canadian Pacific Railway line had been extended subsequent to 1897. An order of the © 
Board dated October 14, 1924, disallowed these tariffs, the Board holding that it was 
not bound in the administration of the Railway Act by the terms of the Crow's Nest Pas 
Agreement, This decision of the Board was avpealed to the Supreme Court of Canada and 
that court held that the Board had no jurisdiction to authorize rates in excess of the 
meximua rates of the Crow's Nest Pass Agreement and held that under existing legislati 
the Crow's Nest Pass rates were limited to west~bound traffic originating at Fort 
William and points east thereof for points which were on the Canadian Pacific railway | 
the time the agreement was made, { 


To remedy this situation the Railway Act was amended (15-16 George V, chap. 52, 
June 27, 1925), cancelling the provisions of the Crow's Nest Pass Agreement in respect 
to all commodities except grain and flour east~bound and extended the provisions on 
grain and flour to include traffic from all points on all lines of railway west of Fort 
Willian to Fort William or Port Arthur over all lines now or hereafter constructed by 
any company subject to the jurisdiction of Parliament. This amendment was covered by 
the Board's General Orders 419 and 420 of July 8, 1925. . 


At the time of the Crow's Nest Pass Agreement there were the following branch line 
upon which grain was carried, namely: the Prince Albert Branch - Regina to Prince Alber 
in Saskatchewan, the connecting line between Calgary and Edmonton in Alberta and two 
branches in Manitoba, namely: the Manitoba Northwestern and the Manitoba Southwestern. 
In the hearing of the province of British Columbia vs. Canadian Freight Association it 


vl hoe 


as held that the extension (15-16 George V, chapter 52) of the rates prescribed by the 
row's Nest Pass Agreement of 1897 to grain eastbound to Fort William from any and all 
bints west thereof had brought about or increased an inequality as between eastbound 

nd westbound traffic which placed western ports under a serious disadvantage. 

_ The Board's Order No. 36769 issued on September 2, 1925, ordered: that the Canadian 
acific and Canadian National Railways file tariffs effective not later than 

sptember 15, 1925, reducing the rates on grain and flour to Pacific ports for export 

) the same rates, proportioned to distance as such grain and flour would carry if moving 
astward for export. From Calgary to Vancouver is a distance of 642 miles. From 
imonton to Vancouver is 766 miles and the Canadian Pacific Railway Company in detailing 
iS schedule, in compliance of this order had named its rate upon the basis of 766 miles, 
le distance from Himonton to Vancouver instead of calculating the same upon its own 
stance of 642 miles. 


In the inquiry arising from the Order-in-Council P.C. No. 886 of June 5, 1925, 

quiring the Board of Railway Commissioners for Canada to make a general inquiry into 
le rate structure of Canada, an application to rescind the Board's Order No. 36769 was 
de by the railways and also the provinces of Saskatchewan and Alberta made represent- 
ions to have the Canadian Pacific Railway directed to compute its rates on its own 
tual mileage instead of the Canadian National mileage referred to above. Under General 
der No. 443, dated August 26, 1927, the Board ruled as follows, "(a) that the rates on 
ain and flour from all points on Canadian Pacific branch lines west of Fort William to 
rt William, Port Arthur and Westfort be equalized to the present Canadian Pacific main 
nme basis of rates of equivalent mileage groupings (the rates governed by the Crow's 
st Pass Agreement not to be exceeded); that the Canadian Pacific Railway Company 
blish rates in accordance with the above direction and that all other railway companies 
just their rates on grain and flour to Fort William, Port Arthur, Westfort and Armstrong 
the rates so put into effect by the Canadian Pacific Railway, such changes to become 
fective on the twelfth day of September 1927; (b) that the rates on grain and flour 
om prairie points to Vancouver end Prince Rupert for export shall be on the same basis 
the rates to Fort William, but,in computing such rates, the distance from Calgary to 
acouver via the Canédian Pacific Railway shall be assumed to be the same as from 
monton to Vancouver via the Canadian National Railway, namely, 766 miles." Also 

luded in this Order, all rates on grain from Bay Ports as well as all traffic from 
ronto and points west thereof for export, to Quebec were reduced to the same basis as 
export rates in effect to Montreal and in the West the distributing tariffs set out 
water Rates Case were extended to apply to the Canadian National Railway. 
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“The Maritime Freight Rates Act (17-18 George V, chapter 44) came into force July 1, 
27. Previous to the absorption of the Intercolonial Railway into the Canadian 

tional Railway System, rates were on a relatively low basis. As a result of the 
algamation many of the rates were adjusted to bring them more in conformity with those 
effect in Quebec and Ontario with the result a strong appeal was made by the 

titime Provinces for the restoration of the rate basis which they had enjoyed prior 
919, as well as the adjustment of other matters pertaining to the agreement by which 
y became part of Confederation in 1867. ‘The whole matter was referred by Parliament 
Weril, 1926, to a Royal (immission. Upon this report in September 1920 the Maritime 
ight Rates Act was enactcd and assented to April 14, 1927, by Parliament. ‘The Act 
rided that the freight rates within the territory east of Diamond Junction and Levis, 
ec, should be reduced twenty per cent between points within that preferred territory 
(on traffic nfoving westward from points within the preferred territory to all points 

t of Diamond Junction the twenty per cent reduction was to be based upon the Rastern 
es! proportion of the through rate. Export rates from points within the preferred 
erory via ports within the territory were also reduced by twenty per cent. The 

tion was not to apply, however, to import traffic, eastbound traffic into the select 
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territory from points in Canada west of Diamond Junction and traffic to and from points 
in the United States. The Maritime Freight Rates Act provided that the difference 
between these reduced rates and the normal rates should be paid by the Dominion 
Government to the railways. For the period July l, 1927, to March 31, 193/, the 
Dominion Government has vaid ¢2u 669,745 to the railways or an average yearly subsidy 


of approximately $2,530,000. 


From the above descriptions of the principal changes in the rates during this 
period (1913-1936) some of the difficulties in compiling an index of freight rates are 
apparent. The average revenue per ton mile, computed by dividing the total revenue fron 
all freight by the total revemue freight ton miles, is sometimes used as an index, but 
where the relative volumes of low class and high class freight fluctuate widely from 
year to year it is not a very good index of rates. 


In 1929 the average revenue per ton mile for Canadian railways was 1.099 cents and 
in 1932 it decreased to 0.93/ cent, or by 10 per cent. This decrease was due partially 
to decreases in freight rates but the main factor was a large increase in the volume of 
grain carried on which the ton mile rate is about half of the average for all freight. 
In 1929 grain constituted 12.6 per cent of the total tonnage carried and in 1932 it 
rose to 20.0 per cent. Because of the long distance most of the grain is carried the 
ton miles would be even a greater percentage of the total and consequently the effect or 
the average revenue per ton mile would be greater than indicated by the tonnage data. | 


The method adopted by the Bureau in computing a geries of freight rate index 
numbers for its first report, issued in 1936, was, first, to select a list of commoditie 
representative of the seventy-six commodity classes for which the railways report 
tonnages carried each year; second, to select hauls for each of these commodities; and, 
third, to compile the freight rates for the selected hauls for these commodities for @ 
series of years from the tariffs filed with the Board of Railway Commissioners, On the 
assumption that the list of commodities was 4 fair sample of all freight carried by the 
railways, that the selected hauls were representative of the actual movement of these 
commodities, and that the changes in rates on these would be fairly representative of 
the changes in rates of all freight, weights were given each series and index numbers 
computed. The selections of commodities and hauls were made with the aid of various 
returns collected by the Bureau, railway officials having first hand knowledge of freigh 
movements, and any other source available. Carload commodity rates were used wherever — 
such were in effect. In a mumber of cases, as a result of commodity rates not being in 
effect in the earlier years, it was necessary to use the class rates until such time as_ 
‘the lower commodity rate was established. Further, quite frequently typical commodity 
routes and retes have been cancelled and class rates restored as a result of insufficien 
volume moving to command the lower rate. The raising of a rate as a result of the 
change from a commodity to a class rate does not, broadly speaking, indicate that the 
vate level has been generally increased on that particular commodity. It usually in-. 
dicates that economic conditions have changed and that new routes have been established; 
it has been quite difficult over a twenty-year period to establish a continuity of class 
or commodity routes-and rates, 


; The rates for the various selected hauls for each commodity were combined by taking 
the geometric mean of these rates. The geometric mean is the "nth" root of the product 
of "n® factors and is less than the arithmetic mean of the same factors. The next step 
was to combine these geometric means representing the freight rates for each commodity. 
This was done by taking the weighted arithmetic mean. ‘he weights used were the © | 
tonnages reported by the railways for 1926 and index numbers for the five commodity 
groups, “Agricultural Products", "Animal Products", "Mine Products", "Forest Products", 
and “Manufactures. and Miscellaneous" and for the total of all freight were computed usin 
the 1926 data as equal to 100 as a base. 4 
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In this second report the data have been brought up to the end of 1936 and certain 
improvements have been made. ‘The mumber of commodities has been increased to 43, a 
better distribution has been made, and the indexes have been computed to coincide 
approximately with the dates of the more important sectional and general rate changes. 
An important improvement has been the weighting of the selected hauls for grain and 
coal in the agricultural and mine products groups. 


Unquestionably all hauls should be weighted so that changes in rates for hauls 
vith heavy traffic would have a greater influence on the group index than changes in 
rates for hauls with light traffic. The difficulty has been to secure data on the 
rolume of traffic moving over the various routes, From the Bureau's reports of pro- 
luction and distribution of grain and coal, however, sufficient data were available to 
compute fairly satisfactory weights for the principal movements of these commodities. 


Rates on grain in certain sections of the country are not under the jurisdiction 
f the Board of Railway Commissioners and such rates have trends that differ somewhat 
rom rates under the jurisdiction of the Board. Consequently a proper weighting or 
election of routes for grain was more important than for other commodities. These 
xceptions are the rates on grain in the West controlled by the Crow's Nest Pass 
greement. Also, the rates on coal from the Maritime Provinces were reduced by an Act 
£ Parliament, as previously explained, giving them a different trend from rates on 

oal from other points. 


The effect of the weighting of these two commodities which move in greater volume 
han other commodities and of the improvements of increasing the number of commodities 
nd hauls has been to raise the general index from 5 to 7 points for the period 1913 
o September, 1920, and to lower it slightly for 1921 and 1922. From 1923 to 1933 tnere 
as very little change from the index numbers computed in the first report. The trend 
ince 1922 has been fairly steadily downward although the curve shown on page 15 has 
lattened out for the last two years. ‘The chart indicates the sharp rise caused by 
he general increases during and after the World War, reaching a peak on September 13, 
920, and the almost equally sharp decline in 192] and 1922, due to the. general 
eductions. 


The table on page 14 shows the index numbers of the freight rates for each of the 
ive groups and the total. 
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